Abstract. Using ranking of Most Admired Company in China of 2011-2013 as substitute variable of trust, this paper examined the impact of trust on the quality of financial reports with method of regression analysis. The conclusion shows that the more companies are trusted, the higher qualities of financial reports are.
Introduction
Trust always plays an important role in the economical development process; it has impact on the stable development of society and the continual increase of economic, and meanwhile on the market competitiveness and production efficiency of a company. For companies, trust is embodied specifically in each of the process of companies' operation and management, in other words, trust plays important roles in every inside and outside transactions. Hence trust is not a piece of independent resource for a company, it's more appropriate to interpret it as a type of institutional environment or institutional element. This institution exists in social overall system of cultural value, or comes into being from contracts with long relationship and strategy choices of business organization itself. Social overall trust structure in which a company locates will have impact on companies' decision-making and even their growth. Different from other research, in this text, we use the ranking of the Most Admired Company in China list of 2011-2013 as substitute variable of trust, and research the impact of trust on the quality of financial reports.
Literature Review and Research Hypothesis
Early since 1990s, economists have been researching the relationship between trust and economic growth systematically. Butler (1999) research it and hold the view that trust influences economic growth mainly through direct effect and indirect effect. Direct effect can be shown as influencing the overall efficiency of economical activities and determining the scale of transaction activities [1] . Jia-zhang Zhao (2013) believes that trust has direct impact on economic growth through decreasing transaction costs, promoting the cooperation between man and man, man and organization, organization and organization, and meanwhile trust also contribute to solving the problem of collective action and agent issues. Trust has indirect influencing mechanism on economic growth including education, investment, government governance, and international trade [2] . In the later period, the researches of trust are gradually penetrating into micro field. Jun-ping Feng (2015) believes that social trust influences banks' credit business of middle and small-sized company. Trust can make up formal institution's deficiency, eliminate the influence of information asymmetry to financing, and helps subjects of transactions overcome the uncertainty and mutability existing in the social exchange relationship [3] . Through the review and settlement of the literature above, we can see that scholars have researched different aspects of trust, and the researching field is also very wide. But scholars have very few researches in trust in the accounting field. In this text, we will also focus on the view of trust, and research the impact of trust on the quality of financial reports, in order to enrich the related literature.
The amount of accruals items' error of estimation is affected by accounting policies and the choice of accounting policies, and the theory of information asymmetry and the asymmetry of information of the demand of accounting information will have impact on quality of accruals. This theory discusses the impact of unsymmetrical distribution of the two parties of the transaction or incompleteness of one party's information on market transaction behavior and efficiency of market operation. There are many ways to relieve the asymmetry of information, including the market means such as information transmission, information discrimination and credit mechanism, in addition, the approaches of government regulation. These are ways to solve the problem of adverse selection. A company with higher degree of trust probably will have better reputation mechanism, better trusted by the public. This trust will strengthen the distribution of the two parties of the transaction or improve completeness of information, thus put down the asymmetry of information. Now therefore, we put forward the hypothesis.
Companies' degrees of trust have negative correlation to the quality of accruals. That is to say, the higher degrees of trust the company has, the lower the quality of accruals is, and the higher quality the financial reports will have.
Research Design Sample Selection and Data Sources
We choose the companies which are selected to the Most Admired Company in China of 2011-2013 as research samples. We remove companies whose data has deficiency when we do the statistic analysis to the data. In order to ensure the availability and completeness of data, we finally obtain 56 sample data. The financial data and financial index relating to the sample, mainly comes from CSMAR, and the processing and analysis of data are done through the statistical software of Excel2010 and STATA11.
The Definition of the Variable in Research
Explained Variable. Explained variable is financial reports' quality (FRQ),using the amount of accruals calculated through Jones model amended in 1995 to measure. The more the amount of accruals is, the lower quality the financial reports will have. The amended Jones model put forward by Jones(1995)is:
shows the difference between net amount of receivable of year t and net amount of receivable of year t-1. Explanatory Variable. Explanatory variable is Truth, shows in dummy variable. At present, we have no agreed measurement of company's degree of trust in domestic. In foreign country, about the measurement of social trust, the data of the reputation of company from Fortune 's every year launching of most admired company(MAC)are used most frequently as data source. We take this idea for example, and we find that we can witness a selecting activity of the Most Admired Company in China jointly organized by Management Case Research Center of Peking University and Economic Observation every year starting in 2001. We consider this list as our main data source. In the list of the Most Admired Company in China, we sign company which is on the list as 1, or 0.
Control Variables. As for the research of the influence factor of financial reports' quality, including factors of company characteristics, we mainly select company scale, profitability, asset-liability ratio, and so on to measure. The definition of specific variables can be listed as Table  1 . SIZE Shows the scale of company, measured by company's total assets at the end of the term. ROA Shows company's profitability, measured by the return on total asset. LEV LEV shows the capital structure, measured by asset-liability ratio.
Model building.
Controlling the common characteristics of influencing financial reports' quality, we use OLS regression method, to set up regression equation below.
FRQ=β0+β1Truth+β2Size+β3ROA+β4LEV++ε
(2)
The Empirical Result Analysis
Descriptive Statistics
Descriptive statistics of sample can be seen in Table 2 . Table 2 , the statistical result shows that the average of trusted company is 0.4285, meaning that 42.85% samples have been on the Most Admired Company in China list. And the mean of assets/liabilities ratio is 0.7467, meaning the mean of assets/liabilities ratio in sample companies is 74.67%, which is relatively high. The mean of return on assets is 0.0379, meaning that the mean of ROA in sample companies is 3.79%, whose profitability is normal.
Correlation Analysis
Correlation analysis in variables can be seen in Table 3 Table 3 , the correlation coefficient of trust and financial reports' quality is -0.2922, which have a 5% significance level, indicating that the degree of trust has a significant negative correlation with the accrual quality in company. But whether the influence is stable or not needs to conduct further regression test. In addition, the correlation coefficient of explanatory variable is all below 0.5, we preliminary estimate there is no collinearity researched.
Regression Test and Analysis
The relationship of trust and financial reports' quality proved by the regression result can be seen in Table 4 . From the mathematical model, the value of R2 is 0.297 and the model is good-fitting with the sample data as a whole. The value of P in the model is 0.01, meaning the model is significantly and has the statistical significance. From the multiple regression results, trust has a remarkable negative correlation with accrual quality and has a 5% significance level, meaning that when the company is better trusted, the accrual quality is smaller, and then the financial reports' quality is higher. The findings basically confirm the hypothesis 1. The company's profitability has a remarkable positive correlation with accrual quality and has a 1% significance level, meaning that stronger the profitability is, the higher the accrual quality is.
Robustness Test
We use Return on equity (ROE) in place of Return on total assets (ROA), and substitute accruals calculated by 1991's Jones Model into formula 2, the result shows that trust has significant positive correlation to financial reports' quality, still confirming hypothesis 1. This indicates that the Empirical results above have certain robustness.
Conclusion
In this paper, we considered the companies which get up to the Most Admired Company in China of 2011-2013 as samples, and analyze the impact of degrees of trust to companies' quality of financial reports. And we can arrive at the conclusion, the more companies are trusted, the higher qualities of financial reports are. In addition, companies' profitability has remarkable negative correlation to the quality of financial reports.
